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EXTENSION OF TEMPORARY INCREASE IN PUBLIC 
DEBT LIMIT 


FRIDAY, JUNE 24, 1955 


House or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEANs, 
Washington, D. C. 

The committee met at 10:14 a. m., pursuant to call, in the main 
committee room of the House Committee on Ways and Means, Hon. 
Jere Cooper (chairman) presiding. 

The CHarrMAN. The committee will please be in order. 

The Committee on Ways and Means is meeting this morning in 
public session to receive testimony from the Secretary of the Treasury, 
the Honorable George M. Humphrey, with respect to H. R. 6992, a 
bill to extend for 1 year the existing temporary increase in the public 
debt limit. 

I introduced this legislation at the request of the Secretary of the 
Treasury, after conferences with him, in which he stated, from his 
standpoint, the need for deferring for 1 year the scheduled termination 
of the temporary increase in the public debt. 

I will ask that the bill be inserted in the record at this point. 

(H. R. 6992 is as follows:) 


[H. R. 6992, 84th Cong., 1st sess.] 
A BILL To extend for one year the existing temporary increase in the public debt limit 


Be it enacted by the Sencte and House of Represertetives of the United States of 
America in Congress assembled, That the Act entitled ‘““An Act to provide for a 
temporary increase in the public debt limit,’ approved August 28, 1954 (31 
U. S. C., sec. 757b), is hereby amended by striking out ‘June 30, 1955” and 
inserting in lieu thereof “June 30, 1956.” 

The CuarrMan. It will be recalled that in the last Congress legisla- 
tion was enacted—Public Law 686, 83d Congress—which provided a 
temporary increase of $6 billion in the statutory debt limit. Under 
existing law this temporary increase would terminate on June 30, 1955, 
and the statutory limit would revert to $275 billion. 

At the conclusion of the Secretary’s appearance, the committee 
will meet in executive session to consider this legislation and the 
testimony presented by the Secretary. 

Mr. Secretary, the committee is very happy to again extend you a 
very cordial welcome. We appreciate your appearance and we are 
glad to hear you at this time. 

Without objection, you may proceed without interruption with your 
prepared statement. 
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2 EXTENSION OF PUBLIC DEBT LIMIT 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF 
THE TREASURY; ACCOMPANIED BY HON. W. RANDOLPH 
BURGESS, UNDER SECRETARY FOR MONETARY AFFAIRS 


Secretary Humpnrey. Mr. Chairman, I am glad to have this 
opportunity to be here before you. With your permission I will read 
the prepared statement and then I will attempt to answer any ques- 
tions that may occur to members of the committee. 

The CuHarrMAN. You may proceed. 

Secretary HumPHREY. I am here today to ask your approval for 
a year’s extension of the $6 billion temporary increase in the public 
debt limit. Last August the Congress authorized a temporary in- 
crease in the limit from $275 billion to $281 billion in order to give 
the Treasury needed elasticity in handling its seasonal borrowing 
problems during the year. It provided, however, that the limit would 
go back to $275 billion on June 30, 1955. 

We have lived within those limits. The $281 billion temporary 
limit permitted us to do the necessary borrowing to meet the Govern- 
ment’s bills during seasonally low tax-collection periods. Moreover, 
we expect to end up on June 30 with the debt around $273% billion. 

We have lived within the limits, but the basic problems are still 
with us. They are, in fact, even more acute this year than last. The 
debt stood at $270.8 billion on June 30, 1954. On June 30 this year, 
it is expected to be almost $3 billion higher. Thus, the Treasury will 
have even less elbow room to handle its seasonal borrowing needs in 
the months ahead under a $281 billion temporary limit than it did 
last year. Even more crucial will be the problem of getting the debt 
back to $275 billion by the close of the 1956 fiscal vear. 

This goal can be accomplished only with the full cooperation of the 
Congress in giving the most careful consideration to all budget ex- 
penditures and rejecting all requests for appropriations that are not 
absolutely necessary for fully adequate security for the Nation and 
proper services required for the people. Added expenditures or re- 
ductions in income will require further lifting of this proposed debt 
limit. 

Nevertheless, we are currently asking for no more of an increase in 
the debt limit, either temporary or permanent, than the Congress 
authorized last year. It will be a tight squeeze but we will try to 
live within it. 

We are setting ourselves this very difficult task for very important 
reasons. 

In the first place, having to keep the debt within the $275 billion 
limit by the end of the year on June 30, 1956, may be helpful to all of 
us in redoubling our efforts for even greater economy in Government. 

It is also important in a situation like the present that the Federal 
Government itself set an example of economy and prudence. We 
believe at this time of great prosperity that all of us—Government, 
business, and individuals alike—should exercise self-restraint in the 
use of public or private credit and the accumulation of debt. 

Today, Americans are enjoying new peaks of prosperity—of 
employment, production, and income—setting new records all along 
the line. Only a year ago there was reduced activity and false 
prophets were predicting that we were heading into a depression. 
These swings in economic activity should remind us of the need for 
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wisdom and restraint as well as courage in both private and public 
affairs. 

High productivity, more and better jobs, and increasingly higher 
standards of living for the great mass of all our people can continue if 
we face the future with confidence tempered with prudence. 

These, then, are our goals. It is our firm intention to attempt to 
live under the present debt limit with this temporary extension. It is 
also our firm intention to have any temporary increase in debt back 
to the present limit of $275 billion by the end of the year on June 30, 
1956. We want to do next year just what we have successfully done 
this year, even though it will be harder. If conditions change so that 
this becomes impossible, we will promptly advise the Congress. But 
with our present promising business and international outlook, we 
hope and believe we will succeed. 

The CuatrMANn. Does that complete your statement, Mr. Secretary? 

Secretary Humpurey. That completes the statement, Mr. Chair- 
man. 

The CHarrMan. We thank you for your appearance and the 
information given the committee. 

Are there any questions? 

Mr. Jenkins. Mr. Chairman? 

The CuarrmMan. Mr. Jenkins of Ohio will inquire. 

Mr. JENKINS. Just one question with reference to your statement. 

I followed your statement very carefully, and my conclusion is that 
you find that the condition of the Treasury i is as good today as it was 
at this time last year, and that you would like to have this extension 
so that you could facilitate the activities of the Treasury, all for the 
benefit of the country 

Secretary Humpurey. Your conclusion is exactly right, Mr. 
Jenkins. But we do owe about $3 billion more at the end of this 
year than we owed at the end of last year; which makes our margins 
that much closer, and it will make it that much more difficult to live 
within this extended limit this year, as opposed to last. But our 
estimates are that if we exercise the greatest caution, with the aid, as 
I said, of the Congress, in keeping our expenditures down, we can do it. 

Mr. Jenkins. That is all, Mr. Chairman. 

The CuarrMan. At this point, Mr. Secretary, I will read to you, 
and for the benefit of the committee, a letter just received by me as 
chairman of this committee, from the Chamber of Commerce of the 
United States, Washington, D. C., dated June 24, 1955, addressed 
to me: 

The Chamber of Commerce of the United States believes it is necessary that 
Congress approve the proposal for a 1-year extension of the temporary increase 
in the debt limit to $281 billion. 

A year ago, when the temporary increase was first advanced, the National 
Chamber supported the increase in the hope that the Federal Government could 
so manage its finances as to make any further such steps unnecessary. Obviously 
this desirable objective has not been attained. 

While reluctantly endorsing an extension of this temporary increase, we sin- 
cerely hope that greater progress toward a balanced budget may be achieved in 
the immediate future. 

Cordially yours, 
CLARENCE R. MILEs. 
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That letter was just received, and I present it for the record. 

Any further questions? 

Mr. Karsten, of Missouri. 

Secretary Humpurey. We will be very happy, Mr. Chairman, to 
have all the help we can get in trying to balance the budget, and if 
they can help us, we will be delighted to have that help. 

The CuarrMan. Of course, you are at liberty to make any eomment 
you want-to on that letter. 

Mr. Karsten, of Missouri, will inquire. 

Mr. Karsten. Mr. Secretary, in the third paragraph of your 
statement, you say: 


* * * but the basic problems are still with us. 


What about that “bold, new, dynamic program’ that we have 
heard so much about? Has that had any application to the Treasury 
Department? 

Secretary Humpurey. I don’t know what program you are talking 
about. 

Mr. Karsten. The President on many occasions has referred to a 
‘bold, new, dynamic program.’”’ I wondered whether or not any part 
of that program came within the purview of your Department. You 
say here in your statement that ‘‘the basic problems are still with us.” 

Secretary Humpurey. The basic debt problem is still with us. 

Mr. Karsten. Then has there been any change since you have 
taken over the Treasury in the basic problem? It is still there; is 
that correct? 

Secretary Humpnrey. As long as the Congress votes more money 
to spend than it votes to collect in taxes, the basic problems of the 
debt limit are going to be with us. And the Congress last year, and 
the Congress this year, is voting more money to spend than it is 
voting to collect. As long as that goes on, we will be in trouble on the 
debt limit. 

Mr. Karsten. Well, would you say your request here today is part 
of a bold, new, dynamic program? 

Secretary Humpurey. I would say that our request here today is 
a request to take a very severe position in attempting to live within 
our means and live within the requirements of expenditures obligated 
by the Congress. 

Mr. Karsten. You do not know whether it is part of this program 
that has been spoken of. Then let us pass on, Mr. Secretary, to the 
next question. 

When was the last decrease in the national debt? 

Secretary Humpurey. The last decrease in the national debt was 
when taxes were increased by the Government beyond the expendi- 
tures that were projected soon after the beginning of the Korean war. 

Mr. Karsten. Was that in the 79th Congress? 

Secretary Humpurey. I can’t remember the Congress, but it was 
early in the Korean War. And when the war scare came on, the 
Congress voted very substantial increases in taxes, expecting to 
spend money in preparation for the war. And they did not get the 
money spent as rapidly as they had planned, and therefore the 
money came in faster than it went out, and the difference was used to 
reduce the debt. 
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Mr. Karsten. Well, have you ever, in your administration, since 
you have been Secretary of the Treasury, made a request for a reduc- 
tion in the national debt ceiling? 

Secretary Humpnurey. Oh, no. 

Mr. Karsten. Your requests have always been to increase the 
national debt ceiling? 

Secretary Humpurey. They have been two, and they have been 
made for the purpose of meeting the swings due to the bills that had 
previously been passed relating to the collection of taxes, in which 
taxes are collected unevenly during the course of the year. 

Mr. Karsten. Then that brings up my next question. Are we 
moving toward a reduced national debt?” I say “moving toward.”’ 
Are we moving in that direction, or not? 

Secretary Humpnrey. I don’t know why you ask that. I have just 
stated our debt has gone up $3 billion in a year. 

Mr. Karsten. In other words, we are not moving toward a reduced 
national debt. Is that correct? 

Secretary Humpnrey. | think your question is self-evident, if you 
read what I said. 

Mr. Karsten. I am just seeking information, Mr. Secretary. 

Secretary Humpnurey. If you w ill read the statement, you will see 
I said the debt went up $3 billion. Does that mean it is going down, 
or going up? 

Mr. Karsten. I am asking you, then, is that correct, that we are 
not moving toward a reduced national debt? 

Secretary Humpurey. Our debt has gone up $3 billion. 

Mr. Karsten. Well, let us get just a little more specific. What 
was the national debt when your administration took over, Mr. 
Secretary? 

Secretary Humpurey. About %267 billion. 

Mr. Karsten. $267 billion. Well, what is it today, Mr. Secretary, 
after 24% years of your administration? 

Secretary Humpurey. We estimate it will be $273,500 million. 

Mr. Karsten. $273,500 million. What do you estimate for the 
end of this current fiscal vear, 1956? 

Secretary Humpurey. Under $275 billion. 

Mr. Karsten. Then we actually are not moving toward a reduced 
national debt. The figures would certainly indicate that we are 
moving toward an increased national debt. 

Secretary Humpnrey. Our debt increased $3 billion, approximately, 
this year. 

Mr. Karsten. That is all, Mr. Chairman. 

The CHarrMan. Mr. Simpson of Pennsylvania will inquire, Mr. 
Secretary. 

Mr. Srmpson. Mr. Secretary, the only way that we can live under 
this bill and comply with this provision, of course, is by the coopera- 
tion of the legislative branch of the Government with the executive 
branch in keeping expenditures down, in my opinion. 

Secretary Humpnurey. Mr. Simpson, we have got to do one of two 
things. We have either got to have our income increased or our 
expenditures go down, or we will run a deficit. And when we run a 
deficit, we increase our debt. 

Mr. Stmpson. This committee will probably give a unanimous vote 
to report this bill out. It will probably pass the Congress by very 
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substantial votes. I am sure we expect that, because there is a 
responsibility that rests on this committee and on the Congress to 
provide that dollars are available to pay any bills that we create. 
It borders on irresponsibility, in my opinion, if the Congress accepts 
a bill like this and then does not live within its limits. 

Would you care to comment on that? 

Secretary Humpurey. Well, Mr. Simpson, the Congress fixes the 
amount of appropriations for expenditures. The Congress fixes the 
amount of income for the Government. If the income fixed by the 
Congress is less than the expenditures fixed by the Congress, there is 
nothing for the administration to do but to borrow the money. And 
when we borrow the money, we increase the debt. Now, if the 
Congress does not authorize an increase in the debt limit so that we 
can issue legally proper certificates of debt or indications of debt, 
evidences of debt, bonds or bills or certificates, or whatever they 
may be, we cannot sell those certificates, we cannot get the money, 
and we just cannot pay the bills. 

Mr. Simpson. Yes. So that when Congress today passes a law 
which says the debt limit shall be a certain amount, and then proceeds 
to pass laws which require more money than that debt limit would 
permit, it borders on irresponsibility on the part of Congress in that 
respect. 

Secretary Humpurey. It is absolutely irresponsible, unless the 
administration is put either in funds or in a position to borrow. 

Mr. Stmpson. | am airing this problem so that every person in the 
United States may know just what our financial position is and what 
the responsibility of Congress is. Weare having public hearings. We 
invite people to come in. The chairman has pointed out that it is a 
public hearing. We are working with the very lifeblood of our coun- 
try. And yet this very committee is considering behind closed doors 
a bill dealing with social security which will involve the spending of 
something over 2 billions of dollars additional, and we are refusing 
the American people the right to come and testify for or against this 
proposal. 

We talk about having had hearings 4, 5, 6, or 8 years ago, as being 
sufficient. And of course, it is not sufficient. Everything has 
changed in those last years, and we should have public hearings on 
that very important subject. The matters we are seriously. con- 
sidering behind closed doors would involve the spending of some $2 
billion. And there has not been any indication in the public releases 
on the part of the majority of any thought of raising more money to 
pay that $2 billion cost. 

My question is: If the committee proceeds to report out and the 
Congress to adopt a bill spending some $2 billion more than anticipated 
by your budget, will that in any way affect this debt limitation? 

Secretary Humpurey. Mr. Simpson, I would like to point out to 
this committee, and I hope that this committee can take the oppor- 
tunity to point it out to every Member of the Congress, that we have 
now reached a point in the relation of our debt to the debt limit where 
there is absolutely no room for this Congress to either reduce income or 
to increase expenditures, without concurrently increasing the debt 
limit, unless they want us to stop paying bills. And if we stop paying 
bills, as you all know, the credit of the country is jeopardized. 
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Mr. Simpson. Well, I will say the word. I will say it would be 
irresponsible on the part of the Congress to do such a thing. 

Secretary Humpurey. It would be an extremely serious thing, with 
the amount of debt we owe, to not pay our bills. It is unthinkable. 

Mr. Karsten. I would like some clarification on an answer the 
Secretary gave. 

Mr. Secretary, as a matter of fact, would the social security changes 
we make in any way affect the national debt? 

Secretary Humpnrey. The social security changes will very 
definitely change the national debt if the funds provided for social 
security are not sufficient to cover the obligations to be incurred by 
social security. 

Mr. Karsten. You are a trustee of this social security fund, as I 
understand it. Is that correct? 

edecretary Humpurey. That is correct. 

Mr. Karsten. Then, is not the fund financed by contributions from 
the employees and employers rather than out of the Treasury of the 
United States? 

Secretary Humpurey. It is financed by collections. But if those 
collections fall below expenditures, so that the fund is unable to meet 
its obligations, the obligations will come back. 

Mr. Karsren. As a trustee of the fund, is it in such a condition now 
that it is unable to meet its obligations, could you tell us? 

Secretary Humpurey. Well, obligations are obligations, both cur- 
rent and prospective, and where you have trust funds vou have to 
provide not only for current expenditures, but vou have to provide for 
the obligations as they accrue. 

Mr. Karsten. Is it able to meet its current obligations, Mr. 
Secretary? 

Secretary Humpurey. It can meet current obligations. I think it 
is very questionable that the fund is sufficient to meet its full obliga- 
tions as they are incurred. 

Mr. Karsten. You mean its accrued obligations? 

Secretary Humpnurey. Its accrued obligations; to meet its promises 
and pay its bills as they come due. 

Mr. Karsten. But actually, changes in the social security law to 
date have not affected the national debt, have they? 

Secretary Humpurey. Not vet. 

Mr. Smupson. Any further liberalization on the part of social secu- 
rity will increase the obligations on the fund? 

Secretary Humpurey. That is correct. 

Mr. Simpson. And unless new money is brought in to meet those 
obligations, it will eventually provide a charge on the Treasury? 

Secretary Humpurey. The fund will be unable to meet its obliga- 
tions, and if obligations are increased, the fund’s collections should be 
increased. And it should be done conc urrently. 

Mr. Simpson. Yes. In other words, if right now this committee 
and the Congress should adopt some expe nditures involving billions 
of dollars beyond what the current income is, there would be an 
immediate debt against the Treasury. 

Secretary Humpurey. Any time you increase the obligations of the 
funds, you ought to increase its receipts to meet the obligations that 
you add. 
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Mr. Karsten. Mr. Chairman, I just had another question I did 
want to ask on social security, now that it has been brought into 
focus. Assuming we do go along and provide for financing the in- 
creases in social security properly on an actuarial basis, will that affect 
the national debt? 

Secretary Humpurey. If you do what? 

Mr. Karsten. Assuming that we go along and provide for financ- 
ing increases in social security, will that have any effect on the national 
debt? 

Secretary Humpurey. Not if you provide the income to meet the 
obligations that you propose. 

Mr. Karsten. Now, to come to the classic question, I am going to 
ask you here in open session: Are you for or against further liberaliza- 
tion of the Social Security Act as we have contemplated it? 

Secretary Humpurey. The Social Security Act is not up for dis- 
cussion here, so far as I am concerned. I am here testifying on the 
debt limit. JI am not prepared on social security. 

Mr. Karsten. Well, I will not press you om that, Mr. Secretary. 
I did have one final question. 

You seem to try to blame Congress for all of this. Is it not a fact 
that you have suggested a reduction of about $7 billion in taxes 
yourself? 

Secretary Humpnurey. I did. Absolutely. And I was very much 
in favor of it. 

Mr. Karsten. Did that have any effect on the national debt? 

Secretary Humpurey. Why, certainly. Iam not blaming Congress. 
I am stating what the facts are. 

Mr. Karsten. That was the implication of this social security 
discussion. 

Well, now, your recommendation of a $7 billion reduction in taxes 
did affect the national debt, did it not, Mr. Secretary? 

Secretary Humpurey. No; it did not affect the national debt. It 
reduced our income. And if we could not get our expenditures 
reduced sufficiently, then it would affect the national debt. 

Mr. Karsten. When you reduce your income, and you have a 
deficit, that becomes part of the national debt? 

Secretary Humpurey. We reduced expenditures as much as or a 
little more than we reduced income. And those two moves—one 
offset the other. 

Mr. Karsten. But still we have a greater national debt today than 
we had when you took over. So we are certainly not moving in the 
direction that you have indicated you think we are. 

Secretary Humpurey. I have not ever indicated anything except 
that the debt has been going up. I did not say the debt has been 
going down, and I never have. I never so indicated. 

Mr. Minus. Mr. Chairman, right on that point, rather than leave 


the record so that it could be susceptible of misunderstanding by any- 


one who might be following the questions and answers: 

Mr. Secretary, with respect to the relationship of social security to 
the public debt, is it not a fact that the social security program could 
not affect the public debt at any time unless Congress in the future 
provides for payments to be made out of the general funds of the 
Treasury? ,There is no such authority at the present time in law. 

Secretary Humpurey. I think that is right, Mr. Mills. 
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Mr. Stmpson. I have one more question, Mr. Chairman. 

That last question—not that the questioner intends it that way— 
leaves the thought in mind that the time may come when the social 
security fund, being too low to meet obligations, will be such that the 
beneficiaries would not get their money. The fact is, and we all 
know, that the Congress under any such circumstances would guar- 
antee that the dollars would be paid over to the claimant in accordance 
with the laws which the Congress has passed. And we always get 
back to this fact. If this committee or this Congress increase benefits 
under social security over and beyond what the dollars collected would 
justify, the payment will have to come out of the Treasury, which 
would increase the debt, under that circumstance, in the absence of 
new taxes to meet the obligation. Is that right? 

Secretary Humpurey. Mr. Simpson, [ think you are both right. I 
think that Mr. Mills is technically correct. It would take an appro- 
priation of the Congress to do it. On the other hand, I think you are 
correct in stating that under such circumstances there is very little 
doubt that the Congress would see that its promises were made good. 

Mr. Simpson. There is a moral obligation which the Congress 
would recognize. 

Mr. Mitts. At that particular point, I would agree with Mr. 
Simpson. 

Secretary Humpurey. I think you are both correct in your state- 
ments. 

Mr. Mitts. But it would take action of Congress. 

Secretary Humpurey. And that action would be almost auto- 
matically forthcoming, I should think. 

Mr. Kean. When you, Mr. Secretary, in the Treasury Depart- 
ment, get actuarial figures on what some certain situation would do, 
do you rely entirely on one actuary from the Department—how good 
he may be—or do you also try to get information from outside sources, 
from qualified experts in the field, to check your figures? 

Secretary Humpnurey. We do, Mr. Kean. Actuarial computa- 
tions, as you know, are subject to all sorts of interpretations. And 
what we try to do is to get the most experienced people we can in 
actuarial matters to give us the benefit of their advice. 

Mr. Kean. The reason I am asking that question is that insofar as 
social security is concerned the committee has before it the very im- 
portant question of disability insurance, which involves very difficult 
actuarial problems. 

Secretary Humpurey. It is very, very complicated. 

Mr. Kran. The majority on the committee seem to be relying on the 
figures of a very excellent actuary, whom I have a great deal of con- 
fidence in, from the social-security department; but the Democrats 
have refused and turned down my motion to invite the actuaries of 
insurance companies to testify as to the possible cost of the program. 

Mr. Karsten. The Secretary has refused to comment on the social- 
security measure. 

Secretary Humpnurey. I think anybody, Mr. Kean, who has had 
experience, with actuarial matters, knows you want the very best 
advice you can possibly get in trying to estimate your accrued liabili- 
ties. 

Mr. Mason. Mr. Chairman? 

The CuarrmMan. Mr. Mason, of Illinois, will inquire. 
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Mr. Mason. Mr. Secretary, as a result of the revised tax bill that 
we passed last year, are there not more millions coming into the Treas- 
ury now than there were a year ago, as a result of that revision say, 
this June 15 as compared with last June 15? 

Secretary Humpurey. Well, let me see. 

Mr. Mason. That is, has there been an improvement in the economic 
situation in the country as a result of that improvement and the en- 
couragement given to business that has brought about an increase 
in dollars? 

Secretary Humpurey. Well, Mr. Mason, I do not have the figures 
right at hand, but I can answer it in this way. The improvement in 
the country in income is such that individual income is now at the 
highest peak at which it has ever been in this country. We are esti- 
mating that individual taxes will be higher. On the other hand, corpo- 
rate income that we receive now is based on earnings of a year ago, 
when earnings were lower, and on top of that, we have come to the end 
of the Mills plan, when we do not get that additional money brought 
forward. And that is reducing the corporate income tax that is re- 
ceived this year. So our individual income-tax receipts are going up, 
and our corporate income receipts are down. 

Mr. Mason. Now, then, Mr. Secretary, as I understand it, the ac- 
celerated corporation tax payments provided for would go into effect 
this September, will they nov? 

Secretary Humpnrey. That is correct. 

Mr. Mason. And will that not bring in, in advance, shall we say, 
compared to our present tax system, something like a billion and a half 
or two billion dollars in September that will be accelerated? 

Secretary Humpurey. Well, it does. And if you will wait just 1 
second, I think I can give you the figures. 

Our corporate income tax estimate in 1956 will be somewhat lower 
than in 1955; fiscal year, I am talking about. And that is because of 
this swing. You get all mixed up in your fiscal and calendar years, 
because it follows a year late in your calendar year and then goes inte 
the fiscal year. Our individual income tax at that same time goes ups 

Mr. Mason. Mr. Secretary, as you very well know, I have had a 
bill before Congress to tax the untaxed, which it has been variously 
estimated would bring in approximately a billion or more in taxes 
from those who are not now paying. Would that not be kind of a 
nice little nest egg to bring into the Treasury if we could pass that 
bill now? 

Secretary Humpurey. Mr. Mason, I can only say that we would 
welcome a billion dollars with a floral wreath. 

Mr. Mason. Especially from the untaxed; not from the presently 
taxed, because they are already overloaded; but from the untaxed, 
that ought to come in very nicely. 

Secretary Humpnrey. Any billion dollars looks awfully good to us. 

Mr. Mason. Now, Mr. Secretary, you say that if the Congress 
would stop voting appropriations in excess of our receipts you would 
have some chance of balancing this budget, and I agree with you. 
And I want to let you know that I voted “no” on a $336 million 
increase this last week, and I voted “no” against $50 billion since 
the war in foreign handouts, and never voted for a penny of it. And 
so, if the Congress would only follow my example, we would have 
had a balanced budget long ago; would we not? 


Se 
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Secretary Humpureys. It sounds to me as though you would. 

Mr. Mason. Now, this national debt that has been increased since 
the present administration has been in: It has been increased, as 
brought out here in the figures. But has not most of that increase 
in the national debt been the result of obligations that were inherited 
by this present administration, that have caused these expenditures 
above our income and have resulted in this increased national debt? 
Now, is that not about the picture? 

Secretary Humpurey. Mr. Mason, I think that I would like to 
state as nearly as I can just the facts, without regard to responsibilities 
as to parties. But the fact is that we assumed, when we came in— 
we found around $80 billion of unspent balances. That has been very 
substantially reduced. ‘Those balances were there, and a great deal 
of that money had been obligated. Not all of it. We canceled some 
of it. But a great deal had been obligated. And of course, as those 
obligations had to be paid out of the Treasury, it meant that we had 
more money going out than we had coming in. And until those 
incurred obligations were behind us and we got back in balance, there 
was nothing you could do but to have the debt go up. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Mitts. Mr. Chairman, just on that one point, if I may: 

Mr. Secretary, in the interest of being entirely factual—and cer- 
tainly you and I can be nonpolitical—the obligations to which you 
refer were largely obligations with respect to defense, were they not? 

Secretary HumpHrey. They were obligations, Mr. Mills, having to 
do with preparation for the Korean war, very largely. 

Mr. Miuus. Yes. And we found it necessary, on a completely 
nonpartisan basis, to continue certain expenditures for the Defense 
Department, that all of us would like to be relieved of under different 
circumstances. That is true, too? 

Secretary Humpurey. I think the fact is that our first obligation is 
the security of our country. And we are spending a great deal of 
money for our security. 

Mr. Mis. So you find yourself, as a Secretary of the Treasury 
and a part of the present administration, in a position, because of the 
world situation, of not being able to do at all times what you would 
like to do with respect to expenditures. I am sure, just as previous 
administrations may have found themselves in that particular field, 
you are not able to do always what you may want to do. 

Now, on one other point that you have raised, I know it is always 
the accepted thing to say that Congress appropriates money and 
Congress levies taxes and therefore it is the fault of Congress if the 
budget is not balanced. But Congress does not actually determine, 
does it, whether $100,000 shall be spent for this particular thing, just 
because we appropriate the $100,000 for that particular thing? The 
mere fact that Congress makes funds available does not require that 
all those funds be spent for any particular purpose. I know on one 
occasion with respect to a former President, some of us were quite 
irate because he would not permit funds to be spent for flood-control 
projects that the Congress had made available for flood-control 
a It is possible for the executive departments to spend less, 
under law, than is made available in an appropriation bill, is it not? 

Secretary Humpnrey. Yes. [I think that is correct, Mr. Mills. 

Mr. Mitts. I think so. So I agree with you. 
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Secretary Humpurey. And when it comes to blame, I did not in 
any way start out blaming anybody for what went on. If the coat 
fit, he put it on. I did not suggest it. 

Mr. Mitts. I know you did not. 

Secretary Humpurey. The responsibility for expenditures is a 
dual responsibility. 

Mr. Mitts. Exactly. 

Secretary Humpurey. It starts with the Executive, and it ends 
up in the final power with the Congress. And as you pointed out, 
the Executive does not need to spend all that was appropriated if 
that was not finally required in carrying out the functions of the 
Government. 

Mr. Mitts. But as a matter of fact, the Executive is under the 
same pressures to spend appropriated moneys that the Congress is 
under initially to make the appropriation; is that not a fact? 

Secretary Humpurey. Unfortunately we are all under those pres- 
sures. And insofar as pressures for our security are concerned, they 
are pressures that we should yield to. So far as most other pressures 
are concerned, I think we all yield too much, the Executive and the 
Congress both. 

Mr. Mitts. It is more of a cooperative program between the 
Executive and the Congress. It also involves, to some extent, 
at least, a willingness on the part of the American people to see less 
money spent. 

Secretary Humpnrey. That is correct. 

The CHarrman. Mr. Curtis of Missouri will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, I want to direct your attention to this 
amendment to the debt limitation, the extension for 1 year, which of 
course is a temporary proposition. Now, in order to understand how 
temporary that might be, I wanted to get some of your philosophy. 

First of all, I made a few notes, here. I think you would agree 
that we cannot just raise tax rates just to meet revenues, just to meet 
our expenditures, because we also have to consider what the economic 
effect of raising those rates would be. 

Secretary Humpurey. That is right. 

Mr. Curtis. And so, in this question of this tax, I believe we are 
in an era of very high tax rates. Some of us, myself at any rate, be- 
lieve that we are beyond the point of diminishing returns, and that 
actually we have been hurting and undermining our economy with 
this high-tax rate. 

Now, if we had not passed this tax revision bill last year and some 
of thes tax cut bills, I would suggest that we would not have the 
healthy economy that we have right now. 

Secretary Humpurey. I do not think there is any question about it, 
Mr. Curtis. We would not. 

Mr. Curtis. And of course, as you say, in trying to preserve this 
healthy economy, with this tax revision and tax cutting that we have 
done, in order to make it healthy you have cut expenditures 1 in order 
to accomplish the tax cuts. 

Secretary Humpurey. That is right. 

Mr. Curtis. Now, then, the next step is this. And I again express 
my own judgment. I still think that in order to keep this economy 
healthy, further tax cuts are necessary and are going to have to come, 
if we can possibly do it, 
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Now, I wonder if that is your general philosophy, that we still are 
in an era of tax rates that are perhaps unhealthy or detrimental to a 
healthy economy. 

Secretary Humpurey. Well, Mr. Curtis, I think nobody can say 
just what straw breaks the camel’s back. But I think vou can say 
very definitely, or at least I believe, that our present rax rates are too 
high for the development of the most desirable expanding economy of 
this country, for the greatest development of our incentive system in 
this country. And I think that just as rapidly as reductions in our 
expenditures can be made to vustit y additional tax cuts, the additional 
tax cuts should be made. n the other hand, I do not think that 
additional tax cuts should be made unless concurrently you see in 
sight and in view means and ways of accomplishing reductions which 
will provide the money that the tax cuts are going to be paid with. 

Mr. Curtis. I thank you, Mr. Secretary. Because I feel the same 
way, too. And I might express the further thought that if we con- 
tinue to operate under an unbalanced budget, we of course have to 
keep the Government solvent, and inflation sooner or later ensues. 
That in my judgment is another form of taxation, only the worst and 
most insidious form and the one which would lead the most to under- 
mining our economic security. So we do, in my judgment, have to 
keep the expenditures down as we go ahead and further reduce these 
tax rates in order to preserve the healthy economy. 

Now, my remarks are all leading up to this question of how tem- 
porary is this request for extension of these debt limitations? 

One bright feature of our situation is the fact that although the 
debt has increased in terms of dollars, it actually has decreased in 
terms of ratio to our gross national product, which, from an economic 
standpoint, is probably the more significant feature. Is that not so? 

Secretary Humpnrey. I[ think that is right. 

Mr. Curtis. And of course, if we can keep a healthy economy, 
we can continue to lessen the ratio of the Federal debt to the gross 
national product, which is, I again suggest, the more important thing, 
rather than the actual dollar sign on the Federal debt. 

Secretary Humpurey. They are both important, but it is certainly 
extremely desirable that we maintain a healthy economy. Because 
if our economy suffers, our income will suffer tremendously with it. 

Mr. Curtis. One thing I do feel has been accomplished: In your 
administration—and I want to commend you for it—is it not the 
fact that we have been able to reduce that ratio? And we have 
eliminated this tax of inflatyon? And at least we have now got our 
structures back to the normal and the usually recognized methods of 
taxation. 

Of course, when we were discussing the appropriations—TI am inter- 
ested in these appropriations just recently voted. Congress actually 
has been cutting below the recommendations of the Bureau of the 
Budget, and the Bureau of the Budget is an executive department 
agency. The Congress, I think, has been doing a little bit better job 
than the executive department in that regard. I shovld not say a 
better job, because maybe you need those moneys. But at least 
from the standpoint of having a lesser amount of expenditures. 

Secretary Humpurey. You are forgetting the Senate. 


Mr. Curtis. I know the Senate. That is the upper body on appro- 
priations. 
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Secretary Humpurey. I do not want to get in between the Repub- 
licans and the Democrats and between the Senate and the House. 

Mr. Curtis. No, sir. Mr. Secretary, I do not want to lead you 
into that, either. I do want to lead you into the process, though, 
that if the budget of the executive branch continues to come before 
the Congress with an unbalanced budget, then of course we are going 
to probably continue to vote appropriations beyond the amount of 
our expenditures. 

Now, then, here is the real question. Because it ties in with this 
question of whether this is a temporary increase. Is there anticipa- 
tion that the executive department, the Bureau of the Budget, will 
present to Congress next year a balanced budget? 

Secretary Humpurey. We do not have our ‘figures yet, Mr. Curtis. 
Definitely our estimate to date is that our 1956 budget will show a 
deficit of about $24; billion. Now, we will make a semiannual revision 
of those figures in August. We start with July, and the figures usually 
become available about the middle of August. Just how ‘that revision 
will look, it is very difficult to see now. I just cannot tell you now 
because we do not have the figures. 

It is desirable, of course, for the Executive to come before the Con- 
gress with a balanced budget to present to them. On the other hand, 
the Congress establishes certain requirements that are to be performed. 
It gives certain duties to various branches of the Government that 
have to be carried out. And as long as those laws are provided by the 
Congress requiring that certain services be rendered by the public or 
certain subsidies be paid in or contributions be made there, the 
Executive has his hands tied very severely with respect to many of 
these things. 

Mr. Curtis. I want to say there, too—— 

Secretary HumpuHrey. Just a minute, if you please. Let me finish. 
\lso, we must always keep in mind, as Mr. Mills pointed out, that we 
have this extremely important matter of security. And as long as the 
world situation is as it is, the largest part of the budget goes for secur- 
itv. And in that case, we must protect security, and on the other 
hand, we must get more for our money. Our objective must be to get 
more security for less money in that field. Our objective all along 
the line must be to get better performance for our money, to come 
hearer getting our dollar’s worth. 

Now, whether with the duties prescribed by the Congress, the laws 
prescribed by Congress of things to be done by the people, we can get 
enough out of waste, we can get enough in better performance, better 
management, better controls to balance the budget, I am not prepared 
tosay. That is our objective. We have been working at it ever since 
we came here. We hope to get the job done. I do not know how 
or when we will, but that is what we are trying to do. 

Mr. Curtis. Let me ask another question, which of course is a 
matter of judgment. Do you actually think there is a real possibility 
that you might have a balanced budget? I mean an offer of one. 

Secretary Humpurey. Mr. Curtis, I did not work at anything in my 
life that I did not think there was a possibility of getting it done. 

Mr. Curtis. Now, the reason I asked that is to refer back to the 
basic question. Of course, if the executive department, the Bureau 
of the Budget, does not present a balanced budget to the Congress in 
1956, vou will then of course again have to come before the Congress 
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and ask for a temporary increase in the public debt limit. Is that 
correct? 

Secretary Humpnrey. That is correct; we may have to. 

Mr. Curtis. So although we are just: extending this 1 year, there is 
a strong likelihood that there will be a request to extend it further. 

Secretary Humpeurey. This is entirely a temporary move, done on 
a temporary and very austere basis, for the purpose of attempting to 
keep this debt down. For the reasons stated in my statement, I 
think all of us should do everything to keep our debt down under 
present circumstances. A year from now we may be back, or we may 
be back next January. If, as I pointed out, the Congress does any- 
thing, or if the conditions change i in any way and things go wrong, this 
is so tight that I think you ought to understand it and evel rybody 
ought to understand it that we are playing this right up against the 
cushion all the w ay. And we are doing it to put the pressure on 
ourselves and on you, and on everybody else, to try to keep these 
debts down. We are willing to do that, and to take that chance. 
But we are not guaranteeing it. And if we find we cannot meet it, 
we will be back the first day that we can’t and ask for further adjust- 
ment. 

Mr. Curtis. The fact that this is only a temporary request, or I 
mean a request for temporary extension—I have at least derived some 
source of encouragement from that. Because you must have in mind 
that you might be able to live within this or that there will be a bal- 
anced budget next year proposed to the Congress. Otherwise, you 
would be here asking for a 2-vear extension, or possibly to make this 
permanent. 

Secretary Humpnrey. That does not necessarily follow. We are 
taking 1 year at a time, and we are going to do the very best we can, 

The CHarrMan. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiak. I have no questions, Mr. Secretary, but I would like 
to commend the forthright statement and the straightforward answers 
that you have always given in appearances before this committee. 
What has seemed like a wave of resignations in other agencies which 
we have read about in the paper, I hope does not get to the office of the 
Secretary of the Treasury, because of the w onderful experience he has 
had in the job which he ‘holds. 

Mr. Karsten. And, Mr. Chairman, we also enjoy the Secretary 
coming down before the committee. 

Mr. Sapuak. He has always graciously responded by coming before 
the committee in executive and public sessions, and each of his appear- 
ances has been characterized by his fairness and ability and readiness 
to respond to any inquiry. And again I say I hope that the wave of 
resignations does not extend to his high office, because he is doing such 
a wonderful job. 

Secretary Humpurey. Thank you. I appreciate that. 

Mr. Karsten. Mr. Secretary, earlier in your testimony you ex- 
pressed doubt that the social security system would be able to take 
care of its accrued obligations and liabilities in the future. Were you 
suggesting then that the system may be actuarially unsound? 

Secretary Humpurey. You mean at the present time? 

Mr. Karsten. No; from the standpoint of the future, under existing 
law. 
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Secretary Humpnrey. Yes, under the present provisions of collec- 
tion and disbursement. 

Mr. Karsten. I do want to read into the record at this point, 
Mr. Chairman, a statement from the President’s tax recommendations 
relating to social security. This is the President’s message dated 
May 20, 1953, in which the President said: 

The increase in the old-age insurance tax from 14 to 2 percent.on both employees 
and employers, now scheduled to go into effect next January 1, should be post- 
poned until January 1, 1955. 

The old-age and survivors trust fund has now reached almost $18 billion. 
teceipts at present tax rates are currently well in excess of expenditures. The 
further addition to the fund which would flow from the projected tax increase is 
not required. 

That is the President of the United States, Mr. Chairman. 

From now on, the old-age tax and trust accounts, while maintaining the con- 
tributory principle, should be handled more nearly on a pay-as-you-go basis. 

The postponement of the tax increase will reduce the impending tax burden on 
every covered employee and employer. It will not influence the administrative 
budget, but it will involve an increase in the cash deficit. 

Evidently, Mr. Chairman, the President is of the opinion that the 
system is sound, or he would not have made such a recommendation 
in his tax message. And I think that should be in the record. 

Secretary Humpnurey. I think you don’t want to talk just quite so 
fast. “Sound” and “actuarily sound” are two very different things. 
The President pointed out not that it was necessarily actuarily sound, 
but that it had reached a point where they could consider some division 
between a complete actuarial computation and some carryover for 
the future. And I just do not know. As we said here a moment 
ago, talking to Mr. Simpson and Mr. Kean, actuarial computations 
are very difficult. You have to take into account the various premises, 
and the slightest change in some of those premises will give you a 
very different answer. So you have a lot of problems to face in that 
connection. And I think that what you have to do if you want to be 
on the safe side, is that you have to be very careful that you have a 
complete and thorough actuarial analysis of where you stand. 

Mr. Karsten. Well, be that as it may, if there is any doubt as to 
the actuarial soundness of the system, I do not believe the President 
would make such a recommendation. Do you? 

Secretary Humpurey. Now, again you are using words that I don’t 
think you quite mean. He said it was sound. He did not say it was 
actuarily sound. 

Mr. Karsren. Well, if it were not actuarily sound, would it not be 
unwise—— 

Secretary Humpurey. There is a great deal of difference between 
an actuarial computation and a proper balance in the fund. 

Mr. Karsten. I appreciate that, Mr. Secretary. You are a 
trustee of this fund, and the statements you make are given great 
weight. 

Secretary Humpnrey. That is right. 

Mr. Karsten. I think that we should be very careful in what we 
say about this fund. If it is actuarily unsound, would you not say 
that it would be extremely unwise to postpone tax increases of this 
kind? 

Secretary Humpurey. Not necessarily; no. You could have a fund 
that did not fulfill a theoretical actuarial computation, that still was 
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a sound fund, on the basis of contributions and expected distributions; 
and you might not want to carry it too far. 

Mr. Karsten. Mr. Secretary, that sounds like, ‘Yes, it is not so.” 

Secretary Humpnrey. That is a matter of balance. 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Does Mr. Mason desire recognition? 

Mr. Mason. f desire recognition-to make a flat statement. 

The CHarrMan. Wait just a minute. 

Have you completed, Mr. Karsten? 

Mr. Karsten. Yes; I had completed. 

The CuatrMan. The gentleman from Illinois is recognized. 

Mr. Mason. I desire recognition to make the flat statement that 
our social security fund is not actuarily sound; that if it were actuarily 
sound, it would today have in it something like $35 billion to $40 
billion, twice as much as it has now; and that we have been robbing 
the fund for years by increasing the benefits without increasing the 
amounts that we take in to keep the fund sound. Now, that is a flat 
statement and I make it on good authority. 

Mr. Karsten. Mr. Chairman, will the gentleman yield? I just 
wanted to make the observation that the President of the United 
States and the gentleman from Missouri, Mr. Karsten, do not agree 
with the gentleman from Illinois, Mr. Mason. 

The CHarrmMan. Mr. Mills will inquire. 

Mr. Miius. Mr. Secretary, I think I fully understand your point 
about the social-security fund. What you suggest is, as I understand 
1 er Congress does with 
respect to social-security, Congress should provide the revenues over 
the period of years, now and in the future, that will make the sys- 
tem actuarially sound, according to the actuarial advice available to 
the committee. Then, as we proceed into those years, if certain cir- 
cumstances might arise that justified the postponement of the effec- 
tive date of one of those increases, Congress might then want to con- 
sider whether it would take that action or not. 

Is that something along the line of your thinking? 

Secretary Humpnrey. I think that is correct. 

Mr. Mitts. I think your information about the actuarial soundness 
of the program perhaps comes from the same source that information 
has recently come to us. That information is to the effect that con- 
trary to the view we had last year when we passed the social-security 
amendments that we were retaining actuarial soundness, it develops 
that we did not actually attain actuarial souadness. It appears that 
the system is actuarily in imbalance by a very small percentage. 

Secretary Humpnrey. And by and large, Mr. Mills, I think when- 
ever obligations are incurred, finances should be provided to meet 
them. Whenever you make increases in benefits that are to be paid, 
you should provide some means for the money to be forthcoming to 
meet them. 

Mr. Mitts. I am in complete accord with your thinking on that 
point. 

The CHarrMAN. Any questions? 

Mr. Secretary, of course these social-security questions were in- 
jected here by other members of the committee. I had hoped that 
we could confine this hearing to the bill under consideration here. 
But, since certain questions have been asked and replies given, I 
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think it might be well to clarify the record in one respect at least, 
and that is whether or not the law as it now stands requires funds 
to be taken out of the Treasury of the United States for the social 
security trust fund. 

You will recall, I am sure, that in the Social Security Act of 1950 
a provision was included which repealed a prior provision of law 
authorizing the taking of funds out of the Treasury to supplement 
funds in the trust fund of social security. You recall that, I am sure. 

Secretary Humpurey. I do. 

The CHarrMAN. So that the fact is that if the time should come 
when funds would be needed to supplement the trust fund to pay 
benefits, it would require authorization of Congress before any funds 
could be taken out of the Treasury to be used in that trust fund. 

Secretary Humpurey. I think that is correct, Mr. Cooper. I 
think that is a technically correct statement. As I said to Mr. Mills, 
I think the practically correct statement probably was expressed by 
Mr. Simpson. 

Mr. Stwpson. I want to be sure I get the correct statement, 
Mr. Secretary. My understanding is that if this committee and 
the Congress passed a bill increasing social-security benefits, at a 
cost of $2 billion or more, and failed to provide money to meet the 
obligations so created—that at some time if there will not be money 
available to pay the claims under the law to the individual who seeks 
social-security payments, so far as the law is concerned today, that 
individual would not get his or her social security. 

Secretary Humpnrey. That is my understanding of the technical 
aspect of the law. 

Mr. Miuus. Now, the only way any imbalance could be offset 
would be to immediately impose an additional tax at the time we cre- 
ate the obligation, to impose an additional tax at a subsequent time to 
meet a previous obligation, or for Congress to pass legislation which 
would authorize taking money out of the general funds of the Treasury 
to meet that obligation 

Secretary Humpurey. I believe that is right. 

Mr. Howtmes. In order to bring this back down to the point we 
are discussing, it is absolutely necessary, is it not, Mr. Secretary, 
to give you some leeway here to try to help correlate—which you can- 
not reduce to a constant flow—the income versus the outgo of the 
Treasury of the United States? 

Secretary Humpurey. That is exactly right. 

Mr. Hotmes. You have a series of computations to make. Outgo 
may come at a time when the revenue will not be there to meet those 
obligations. 

Secretary Humpurey. That is right. 

Mr. Hotmgs. And with any fiscal problem of the magnitude of that 
of the United States Government, it is still the amount of income 
versus outgo that vou have to have, just the same as the individual 
does in relation to his business. 

Secretary Humpnurey. Just the same as your own, exactly, except. 
that there are a lot more zeros on ours. 

Mr. Hotmes. That is an item that has not come out clearly in these 
hearings. 

Secretary Humpurey. That is absolutely correct. And I will just 
say this, Mr. Holmes, in that connection: There is no business I know 
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of or have ever seen that is operating on as close a margin as we are 
trying to operate the Government. It is the closest margin I have 
ever seen attempted to be operated. And I do not think a business 
could do it. 

The CuHatrMAN. With respect to the social security matter, Mr 
Secretary, I would like to state that I do not know of anybody on the 
committee that is advocating that the social security trust fund not be 
kept in as actuarially sound a position as we can make it. As the 
author of the bill to be considered by this committee, certainly my 
purpose is and has been throughout all the vears since the inception of 
the program that the social security trust fund be kept as actuarially 
sound as we can make it. 

Now, one other question with respect to the bill now under consider- 
ation. It is important, of course, that this bill finally be enacted by 
Thursday of next week. Is that correct? 

Secretary Humpurey. That is right, Mr. Chairman. And that is 
very essential. It is essential that it be accomplished. 

The CuarrMan. We thank you for your appearance and the informa- 
tion given the committee, and we also thank the Honorable W. Ran- 
dolph Burgess, Under Secretary of the Treasury for Monetary Affairs, 
for his appearance with you. 

Did somebody else want to inquire? 

Mr. McCartnuy. Yes, Mr. Chairman. 

The Cuarrman. Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarruy. Mr. Secretary, last year, with a national debt ef 
$271.3, billion you came before us and asked for an increase from this 
committee to $290 billion in authority. This year with a debt of 
$274 billion you ask for only $281 billion. 

In your statement you indicate that vou would really like to have a 
little more room for operation. Would you care to indicate how 
much more room you would really like to have? 

Secretary Humpurey. Well, I think that when I came before this 
committee when we were discussing this matter before, we were 
talking not about a temporary, but about a permanent change in the 
debt limit. And we were talking about an appropriate limitation 
within which this Government could be operated on a proper and 
suitable basis, on a permanent change. 

Now, as we went along in those discussions, we got into the Senate, 
and the Senate was adamant against a permanent change, and they 

roposed a temporary change to see what could be done on a temporary 
oe 

When the matter came up for consideration this year, I still believe 
that the request I originally made of this committee is the proper 
request to make if you are going to do it on a permanent basis. And 
I do not think it permits any leeway that we should not have. If 
we were here asking for a permanent change, I think I would make 
exactly the same request that I made then, and I think that the figures, 
and all, would substantiate it as justified. 

Now, in thinking about it this year, we decided, after talking to 
your chairman and after talking with the chairman of the Senate 
Finance Committee, that rather than get into the seriously complicated 
and controversial question we raised last vear, we again adopt a 
temporary basis rather than a permanent basis. And I was willing 
and glad to do that, this year. I agree with your chairman and the 
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chairman of the Senate Finance Committee that in order to get our 
Government expenditures in hand and to get things done, particularly 
in times like we are in at the present time, as I said i in my statement, 
the Government ought to set an example of not going ‘further into 
debt or not exte nding debt obligations in any way that can possibly 
be avoided. And I think the pressures on everybody that this ex- 
tremely tight situation involves are a good thing to have temporarily 
and for another year. 

At the end of that time, as to whether we want to then say, “We 
can now see far enough ahead,” or ‘“‘We now ought to get on to a 
permanent basis,’ I am not crossing that bridge now, as I said to 
one of the gentlemen down here. I think Mr. Curtis asked the 
question. 

But for this one year I am glad to go on this extremely tight basis, 
to join with you in putting all the pressure we can on trying to get 
this thing in hand. 

Mr. McCarruy. Mr. Secretary, does that mean that if you were 
to project your judgment 2 or 3 years into the future you would 
anticipate that the national debt will rise close to $290 billion? 

Secretary Humpurey. Well, I don’t know. But if we were going 
to go on a permanent basis, I think that any prudent financial manage- 
ment with as big a debt to finance and refinance as often as we have to 
should have a lot of elasticity. 

You see, gentlemen, I don’t think that we realize, and I think we 
keep forgetting, how much we owe. Nobody in the history of the 
world ever owed the money that we owe. I think that we tend to 
think that money grows on trees and that all that is necessary is for 
the Government or anybody else to just say, ‘““‘We want another 
billion dollars or two billion dollars.” This money has to come out 
of the pockets of the people. And you have got to have a government 
and a situation in hand where the people are willing to take these 
securities. And we have to tap every possible market. We have to 
get into every possible field to do this. 

Now, this money just doesn’t automatically flow in here. This is a 
financial transaction. This is a financial problem that has got to be 
met. And this Government cannot get money, just the same as a 
business cannot get money, because the money has to come from the 
people. And you have to have reasons and securities and setups that 
are going to induce the people to buy them. You cannot go and take 
money away from people, here. These are voluntary purchases that 
people make. And you have to have your financial house in order and 
your setup in order so that you can finance in a proper way and at the 
proper time and in the proper amounts. And you cannot do that with 
limitations that just bind you into a tight spot. 

Now, this year we believe that we can meet what we have to meet 
and handle our affairs within these very strict limits. But I would 
not undertake to say you can do it right straight along, for a minute. 
I do not think you could. I just do not think you could run this 
Government the way we are proposing to run it this year, on a 
permanent basis. 

Mr. McCarruy. Well, I would say, Mr. Secretary, that I would 
be willing to give you the authority, even on a temporary basis, to 
increase the debt maybe to $290 billion. Is there any reason why 
this request was postponed until just before the deadline? 
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Secretary Humpurey. Oh, yes. And that will always be so. You 
will always be in that predicament, particularly if you are trying to 
run close. Because you do not get your figures until that time. You 
do not know where you are. 

For instance, just to show you: We have been counting our money 
as it comes in. We have been estimating how fast our money comes 
in. Our money has been coming in after the June payments, just as 
we anticipated, until the first of this week, and we lost half a billion 
dollars under our estimates in 4 days. Now, this thing can fluctuate 
all over the lot. I think we will make it up again in the next few days. 
It is not serious from a long-term point of view, but from a few days 
point of view you can have a tremendous fluctuation. 

We chose, rather than come back and ask for a permanent setup 
with appropriate elbow room to move in, that we would like to go 1 
more vear on this basis. 

At the end of this year, when we get to the end of the year, we will 
then look it in the face and see what is the best thing to do next. 
But we are glad and willing to have the pressures that ‘this will give 
us for 1 more year 

Mr. McCartny. It is possible, however, though, that because of 
these restraints the debt may rise higher than if you had more freedom 
to operate. 

Secretary Humpnrey. Well, we hope not. We think with our ma- 
turities we have to meet this year, that will not be true. That might 
not be true in future years, or at other times. But we have gone 
over what our necessities are this year, and we believe we can do it 
without increased cost, because of this restric tion, this year. 

Mr. McCarray. I have one other question, Mr. Sec retary, with 
regard to the matter of obligations incurred by the previous adminis- 
tration which this administration had to carry. You indicated, I 
think, to a large extent that these were military obligations which 
arose in connection with the Korean war. 

Secretary Humpurey. That is correct. 

Mr. McCarrnuy. You were able to rescind some of them. sume 
of them you had to assume. 

The administration spokesmen have on occasions indicated they 
were having trouble with the debt and with balancing the budget 
because of these obligations. Has the administration ever published 
any list or made any record of which of these obligations they would 
like to repudiate or rescind? 

Secretary Humpurey. Well, as I recall it, I think there were about 
$10 billion of prospective obligations that were involved. 

Mr. McCarruy. Yes, I think that is right. 

Secretary Humpurey. Either ten or twelve. 

Mr. McCartuy. Which would probably have been resc ‘inded by 
any administration with the situation that pertained. 

Secretary Humpnrey. I don’t know what somebody else would 
have done. I know what we did. 

Mr. McCarruy. There is no indication that obligations would 
have been carried out, such as for the procurement of ammunition? 

Secretary Humpurey. They were voted and ordered, and whether 
they would have been carried out I am not prepared to say. 

Mr. McCarrny. There has been no attempt to separate those that 
would have been rescinded by Democrats? 
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Secretary Humpurey. No. Surely not. 

The CuatrMaAn. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boaes. In connection with that line of questioning, Mr. 
Secretary, I believe about $40 billion, if not more, were rescinded 
after V—-J Day in 1945. Do you know what that figure was? 

Secretary HumpHrey. You mean at the end of the war? 

Mr. Boaes. Right. World War II. 

Secretary Humpurey. I do not know the amount, but I know there 
were a lot of rescissions at the end of the war. 

Mr. Boaes. A very, very large amount. 

Now, just 1 or 2 other questions in connection with this very close 
limitation on which you have operated. Does this limitation have 
any effect on how much your money is costing you? Does it make 
things more difficult for you? 

Secretary Humpurey. I have just answered that I don’t think it 
would. 

Mr. Boces. What are your obligations costing you now? Your 
short-term money? 

Secretary HumpHrey. You mean what our bills were sold for last 
week? 

Mr. Boaes. Right. 

Secretary Humpurey. Well, I think Mr. Burgess can answer that. 

Mr. Burcess (W. Randolph Burgess, Under Secretary for Monetary 
Affairs). Around 1.42 percent, as | remember the figures. It fluctuates 
from week to week. 

Mr. Bocas. Is that substantially what it has been all along? 

Mr. Burcesss. Well, it is a little less now than it was a few months 
ago. It fluctuates, depending upon what the conditions are in the 
money market. 

Mr. Boaes. Now, in connection with the national debt, are you 
having any difficulty financing the debt? 

Secretary Humpurey. Indeed you do. You have to do an awful 
lot of planning to know what you can sell and when you can sell it. 
Indeed, that is what we spend most of our time at. And we work our 
heads off. And I want to tell you that the response of the American 
people to the sale of savings bonds is one of the greatest things that 
there is. Individuals have $50 billion, approximately, in savings 
bonds, which is a great thing. 

Mr. Bocas. That is the next thing I wanted to ask you. Maybe 
somebody else has asked these questions. I hope I am not being 
repetitious. 

How is your savings-bond program going? 

Secretary Humpurey. It is going very well. 

Mr. Boaas. So that the American people have full confidence in 
the obligations of the American Government, do they not? 

Secretary Humpurey. Well, they have responded very well since 
the dollar has been stabilized. When the dollar was depreciating so 
rapidly, we were greatly concerned about them, but as the dollar 
has been stabilized and the cost of living has been stabilized and the 
people are getting more confidence in the strength of their money, 
the savings bonds have been picking up quite substantially. 

Mr. Boaas. Well, now, Mr. Secretary, you do not know of any 
time, really, do you, when there was any very great difficulty in 
financing the obligations of the Government? 
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Secretary Humpurey. I think it is difficult every day; ves. 

Mr. Boaas. Well, do you think it is less difficult or more difficult 
than it has been? 

Secretary Humpurey. I think it is less difficult now. I think that 
as people are having more confidence in investment, which they are, 
this confidence of people having the ability to put their money out 
and get their money back at relatively the same values has instilled 
a lot of confidence and has made all sorts of investment opportunity 
better, in fact, I know it has. There is no question about it. It is 
just a matter of record and history. 

Mr. Boaas. As a matter of record, though, do you not have a very 
large percentage of people who bought bonds when the dollar was 
worth considerably more than it is today, and who have kept those 
bonds and still have them? 

Secretary Humpurey. Yes, and we have got an awful lot of letters 
from people kicking about it, too. 

Mr. Boaas. Well, on the other hand, with the act that we passed, 
which I think you recommended, extending that period for holding 
those bonds—— 

Secretary Humpurey. It was very helpful. 

Mr. Boces. What are your figures? Have not a very, very 
large number of people kept those bonds? 

Secretary Humpurey. Mr. Burgess says about three-quarters of 
them. 

Mr. Boaas. And those are the ones that have purchased those 
bonds within the last 15 years; is that not so? 

Secretary Humpurey. Yes. But one of the reasons they are 
keeping them is because they have more confidence in their security, 
just as other investors have. And your climate for investment is 
substantially improved. 

Mr. Boaas. Well, I think that people do have complete confidence 
in their Government, and I am very glad to know that they are 
keeping it. Do you think that if we continue this temporary sort 
of thing we will have to keep on doing this, that we will have to do 
this again next year? 

Secretary Humpurey. You mean this debt limit? 

Mr. Boaes. Right. 

Secretary Humpurey. I don’t know, Mr. Boggs. We will prob- 
ably have to do something. Now, what it will be desirable to do 
next year, I just would not want to guess. The reason I ask it on a 
temporary basis is because I do not think this is the best time to try 
to guess permanently. 

Mr. Boaes. One other question and I am finished. We changed 
the March 15 date to April 15 on personal income taxes. 

Secretary Humpurey. That is right. 

Mr. Boaes. Now, did we maintain any other base date, June 15, 
September 15, and so forth? 

Secretary Humpurey. Yes. 

Mr. Boaes. What accounted for your half-a-billion-dollar under- 
estimate? 

Secretary Humpurey. We don’t know. And as I say, it may be 
all made up again in the next few days. It may be a delay in the 
mail, or it may be I don’t know what. We can fluctuate, you know, 
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a couple of hundred million dollars if there are some bad storms and 
the trains don’t run or the mail doesn’t come. 

Mr. Boaes. So that that is not an unusual thing. 

Secretary Humpurey. No, ii isn’t. I just mention that as an 
instance of the kind of fluctuations we have to meet. 

Mr. Boaes. But it is nothing for you to be alarmed about. 

Secretary Humpurey. It is as I said. I am not a bit alarmed 
about it. 

The CuHarrMAN. Are there any further questions? 

If not, we again thank you, Mr. Secretary and Mr. Burgess, for 
your appearance and the information you have given the committee. 
The committee stands adjourned. 

I will now ask the members to meet immediately in the conference 
room in executive session on H. R. 6992. 

(Whereupon, at 11:40 a. m., the hearing was adjourned.) 
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